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Foreword 



Foreword by Gary Orfield 

A central dream of American parents is sending their kids to college. What used to be unusual 
has now become a necessity if young people are to have a secure life in the middle class in a 
post-industrial economy. As such, one basic goal of higher education policy should be to make 
certain that this opportunity is not foreclosed by a family’s income or wealth. In a society where 
40 percent of students are non- White, it is more important than ever to be sure that minority 
students can go to college. In a society that does not believe in welfare or social supports, and 
where fairness rests on supposedly equal access to the education needed for economic success, 
these should be basic principles. In a society where the cost of college is soaring, affordability is 
a basic dimension of fairness. Unfortunately, it is being lost in too many state policy changes. 

Many of our states have been cutting the share of state income going to college education and 
allocating a larger share of it to relatively new but very rapidly growing programs of “merit” aid. 
At the same time there has been a huge expansion of federal aid to middle class families and 
students, mostly in the form of loan subsidies and tax subsidies, which are now far larger than 
federal aid provided to poor students. In contrast to the period of the 1970s, when public four- 
year college tuitions were low and aid for poor students to go to college was rapidly rising, we 
have seen a quarter century of tuitions rising much faster than family incomes, family incomes 
becoming more unequal, huge disparities of wealth and savings by class and race, and a dramatic 
shrinkage in the proportion of college costs funded by need-based student aid. 

In this situation it is surprising that states with relatively weak and unusually expensive public 
higher education, with severe problems of access for minority students (who are driving the 
nation’s population growth), would choose not to fund access but to provide aid to students 
extremely likely to go to college without aid — students who have little or no financial need — 
while not covering access for low income students. Rapidly accumulating research on merit aid 
programs shows that this is what is happening in most state “merit aid” policies. Since this policy 
began with the Georgia HOPE Scholarship, there has been a lot of experience and a growing 
body of analysis. The authors in this report are at the forefront of that work, accounting for a 
great deal of the serious research showing the racial and ethnic consequences of these policies. 

This research, as well as the projected impact of the Massachusetts policies (as shown in Chapter 
2), suggests that funding the Adams scholarships in Massachusetts would be a decision to 
disproportionately aid affluent White students, with little scholarship money available for the 
state’s African American and Latino young people or for students living in poverty. In a state 
that is resegregating in highly unequal schools, has clear discrimination in its housing markets, 
has been raising barriers of tests for high school exit and college entry, loses a large share of its 
minority students before high school graduation, and refuses to adequately fund voluntary 
transfer policies for students wanting access to suburban schools with good college prep 
curricula, this use of college subsidies adds to existing racial inequality. 

As a teacher of very high achieving students, I would certainly be in favor of giving high 
achieving students grants if the other, more basic, requirement of assuring that the state’s public 
higher education not be reserved for families with money had been met first. It has not. In these 
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circumstances I believe that the leaders of higher education should strongly object to a policy 
that uses public funds in a way that intensifies already serious inequality. 

Gary Orfield 

Professor, Harvard Graduate School of Education 
Director, The Civil Rights Project at Harvard University 
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Two years ago. The Civil Rights Project at Harvard University issued its first report on 
state-funded merit scholarship programs. Who Should We Help? The Negative Social 
Consequences of Merit Scholarships (Heller & Marin, 2002) examined four of the nation’s 
largest merit programs in Georgia, Florida, New Mexico, and Michigan. 1 In that study, we 
reported that the dozen states in the nation that awarded broad-based merit scholarships without 
consideration of financial need spent $863 million on these programs in the 2000-01 academic 
year. 

Since our last report, spending on merit scholarships has continued to grow in these 
states. The most recent data, from 2002-03, show that the 12 states spent $1,175 billion on their 
merit aid programs, an increase of 36 percent from just two years ago (National Association of 
State Student Grant & Aid Programs, 2004). In contrast, these states spent only $349 million on 
grants awarded based on the financial need of the student and her family, an increase of only 7 
percent in the last two years. These need-based grants represented less than a third of what the 
dozen states spent on merit aid. 

Unmet financial need - the gap between the costs of attending college and the resources 
available to students from their families and from all sources of financial aid - presents a major 
barrier to college for students from lower-income families. The federal Advisory Committee on 
Student Financial Assistance found that unmet need is a barrier both to students’ initial 
enrollment in college and to their ability to persist through and earn a degree. The Committee’s 
2002 report documented the average unmet need facing college students in the mid-1990s. For 
students from families with incomes below $25,000 annually, unmet need averaged $3,200 for 
community college students, and $3,800 for those attending a public four-year institution. With 
the large increases in tuition prices since then and the growth of merit aid, it is likely that these 
amounts have grown to much higher levels today. 

Two more states have announced the creation of merit scholarship programs since we last 
studied this topic. Table 1-1 summarizes these two new programs, along with the existing 12. 
The Tennessee Lottery Scholarship program made its first awards this fall, and the first John and 
Abigail Adams Scholarships are set to be awarded in Massachusetts next fall. Tennessee’s 
program, which will use students’ high school grades or students’ SAT or ACT scores for 
awarding the scholarships, is expected to cost $240 million when it is fully implemented in four 
years (Ness & Noland, 2003). The Adams Scholarships in Massachusetts, which are expected to 
be awarded using students’ scores on the Massachusetts Comprehensive Assessment System 
tests, will total $50 million when fully implemented in 2008 (see Chapter 2 for an analysis of the 
Adams Scholarship program). These two programs alone will increase total spending on merit 
aid by 25 percent above the 2002 level. 

A major issue facing many of the states with existing merit aid programs has been a 
concern about funding sources for the programs. In some states debates have developed over the 
ability of general fund revenues and lottery sales to continue to grow fast enough to meet the 
demand for the merit scholarships. In Georgia, projections of lottery sales showed that the funds 
required to meet the demand for HOPE Scholarships would in the near future outstrip net lottery 



1 Who Should We Help? can be found on The Civil Rights Project website at 
http://www.civilrightsproject.harvard.edu/research/meritaid/fullreport.php 
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Table 1-1: State Merit Scholarship Programs 

Program (year implemented) Funding Source 

Alaska Scholars Award (1999) Land leases & sales 

Florida Bright Futures Scholarship (1997) Lottery 

Georgia Flelping Outstanding Pupils Lottery 

Educationally (FIOPE) Scholarship (1993) 

Kentucky Educational Excellence Scholarship Lottery 

(1999) 

Louisiana Tuition Opportunity Program for General revenues 

Students (TOPS) (1998) 

Massachusetts John and Abigail Adams General revenues 

Scholarship Program (2005) 

Michigan Merit Award Scholarship (2000) Tobacco settlement 

Mississippi Eminent Scholars Program (1996) General revenues 
Missouri Higher Education Academic General revenues 

Scholarship Program (“Bright Flight”) (1997) 

Nevada Millennium Scholarship (2000) Tobacco settlement 

New Mexico Lottery Success Scholarship (1997) Lottery 

South Carolina Legislative Incentive for Future General revenues 
Excellence (LIFE) Scholarship (1998) and lottery 

Palmetto Fellows (1998) 

HOPE Scholarship (2001) 

Tennessee Education Lottery Scholarship Lottery 

Program (2004) 

West Virginia Providing Real Opportunities for Lottery and taxes on 
Maximizing In-State Student Excellence amusement devices 

(PROMISE) Scholarship (2002) 



Sources: (Krueger, 2001; Selingo, 2001), and state program websites. 



Award Criteria 



Award Amount 



Class rank $2,750 per year at the University of Alaska 

GPA and SAT/ACT Up to full tuition and fees at a FL public institution plus $300, or a 
comparable amount at a FL private institution 

GPA Full tuition and fees at a GA public institution plus $300, or up to 

$3,000 at a GA private institution 

GPA and SAT/ACT Up to $1,000 per year at a KY public or private institution 

GPA and ACT Full tuition and fees at a LA public institution plus up to $800, or a 

comparable amount at a LA private institution 

State curricular Tuition (but not mandatory fees) at any public institution in 

framework test Massachusetts 

(MCAS) 

State curricular One-time award up to $2,500 at a MI public or private institution; 

framework test $1,000 out of state 

(MEAP) 

GPA and SAT/ACT $2,500 at a MS public or private institution 

SAT/ACT $2,000 at a MO public or private institution 

GPA $80 per credit hour at a NV four-year public or private institution 

or $40/$60 per credit hour (lower division/upper division) at a NV 
community college 

College GPA Full tuition and fees at a NM public institution 

GPA, SAT/ACT, and Up to $6,700 at a public SC institution; comparable amount at a SC 
class rank private institution (award amount cannot exceed tuition charges) 

GPA or SAT/ACT Up to $4,000 at a TN four-year public or private institution and 

$2,500 at a TN two-year institution (see Table 1-2 for more 
infonnation) 

GPA and SAT/ACT Full tuition at a WV public institution or comparable amount at a 
WV private institution 
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revenues. The demand growth has come from two sources: 1) increases in the number of 
students eligible for the awards, and 2) rapidly increasing tuition prices in the state’s public 
institutions of higher education. In the ten years since the formation of the HOPE Scholarship 
Program in 1993, tuition and fees at the University of Georgia, the state’s flagship institution, 
have increased 81 percent (Washington Higher Education Coordinating Board, 2004). Tuition 
and fees at Georgia’s comprehensive institutions increased approximately 68 percent. Because 
the HOPE Scholarships provide full tuition and fees (as well as a $300 book allowance), as 
tuition increases so does the funding required for the program. 

After some debate over how best to control the growth in the costs of the HOPE 
Scholarship Program, the Georgia Legislature enacted a series of reforms earlier in 2004.' It 
tightened the high school GPA eligibility requirements and froze the award for student fees 
(Georgia Student Finance Commission, 2004). The changes also placed a limit on the number of 
credit hours a student could earn in college and still remain eligible for the scholarships, and 
increased the number of “checkpoints” during the student’s college career when her GPA would 
be examined to ensure that she still met eligibility requirements. In addition, the Legislature 
enacted a series of triggers that would cut the value of the book allowance to students if there is a 
drop in lottery revenues in future years. 

One provision that never received serious consideration by the legislature was the 
imposition of an income cap on the program. While the HOPE Scholarship program had an 
income ceiling of $66,000 when it was first implemented in 1993, the cap was raised to $100,000 
the second year and eliminated entirely in 1995. A poll of Georgians conducted by the 
University of Georgia in 2003 found that 5 1 percent of respondents were in favor of returning to 
the original income cap of $60,000, and 60 percent would support returning to the $100,000 cap 
(Carl Vinson Institute of Government, 2003). The legislature refused to enact a cap, however, 
even though the idea received popular support and the limit would exclude only 1 5 percent of 
Georgia families (United States Bureau of the Census, 2004b). 

Concerns about funding for merit scholarship programs have been raised in other states 
as well. In Florida, a projected shortage of lottery revenues and the growth of the Bright Futures 
Scholarship Program in that state have led to discussions about the structure of the scholarship 
program. A recent report from the Florida Council of 100 (2003), an influential organization 
comprised of the heads of many of the state’s leading businesses and higher education 
institutions, recommended tightening the eligibility criteria for the Bright Futures scholarships 
and turning the savings over to the state’s need-based grant program. A key rationale articulated 
in the report was that much of the money spent on the Bright Futures program was being wasted 
on students without financial need. Using data from the Florida Council for Education Policy 
Research and Improvement, a legislatively-appointed panel, the Council of 100 reported that of 
the 63,000 students across the state who received Bright Futures scholarships in 2000, only 29 
percent had financial need. In contrast, 78 percent of the college students who did not receive 
Bright Futures scholarships had financial need that year. 

The Council of 100 report also questioned the definition of “merit” used by the state in 
awarding Bright Futures scholarships: 



2 See Chapter 4 for more on the recent changes to the Georgia HOPE program. 

3 See Chapter 3 for more on the Florida Bright Futures program. 
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In 2001-02, of the programs administered by the Office of Student Financial 
Assistance, $81.2 million was disbursed to need-based programs, while $174.9 
million was disbursed to merit-based programs. We must not allow this out-of- 
balance trend to continue .... Today’s Bright Futures program awards academic 
scholarships to students with SAT averages less than the Florida or national 
averages! As such, it does not reward excellence, nor does it ensure need-based 
aid. (p. 6) 

Yet even with this support from the business community for changing the Bright Futures 
program, the Florida legislature refused to tighten the eligibility requirements. One newspaper 
reported, “Pointing a finger at state lawmakers whom he accused of showing ‘a faltering 
commitment to public education,’ State Sen. Ken Pruitt brought his signature yellow school bus 
and populist campaign to protect Florida’s Bright Futures scholarship program to the University 
of South Florida” (Haber, 2003). Pruitt, chainnan of Florida’s Senate Appropriations 
Committee, accused other lawmakers of “breaking a promise to students ‘who have worked hard 
and played by the rules’” (Haber, 2003). Senate president Jim King, at another rally, told the 
crowd that the Senate would not scale back the program: “It’s doing exactly what it was intended 
to do when we started it and it should never be screwed around with” (Dunkelberger, 2004). 
Other states, including Kentucky, New Mexico, South Carolina, and Louisiana, have wrestled in 
recent years with the problem of generating enough funds for merit scholarships (Arnone, 2003; 
Schmidt, 2004; Shoichet, 2002). None of these states has implemented income caps on the merit 
aid programs in order to help control program costs. Instead, most have considered or 
implemented a tightening of the merit criteria, an action that makes it even more difficult for 
lower-income and underrepresented minority students to qualify for the aid. 

Who Should We Help? (Heller & Marin, 2002) examined the impact state merit 
scholarship programs were having on college participation, with a particular focus on whether 
these programs help to close the gaps in participation between racial majority and minority 
students and between rich and poor students. The report concluded by stating: 

Overall, the studies in this report make it clear that the students least likely to be 
awarded a merit scholarship come from populations that have traditionally been 
underrepresented in higher education. This hinders the potential to increase 
college access among minority and low-income students, especially if these 
scholarship programs continue to overshadow need-based programs. (Marin, 

2002, p. 114) 

There are indications that some states have taken heed of the conclusions in our earlier 
report and the research of others that has confirmed our findings. In Tennessee, there was near 
unanimous agreement on the desire to create some type of merit scholarships in the state after 
voters passed a ballot referendum in 2002 to allow a lottery for the first time. There was a fierce 
battle in the legislature, however, over the criteria to be used in awarding the Education Lottery 
Scholarships. 4 A primary motivation for the scholarship program was the need and desire in the 
state to increase college participation, particularly among underrepresented youth in Tennessee. 
After reviewing much of the research on merit scholarships and listening to testimony from 



4 See Ness and Noland (2003) for a description and analysis of this battle. 
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experts (including some of the authors of the studies in Who Should We Help?), the Tennessee 
legislature debated a number of different proposals for awarding the scholarships. 

In the end, the legislature agreed upon a compromise set of eligibility criteria that would 
minimize the gaps in scholarship qualification rates between rich and poor students and between 
White and African American students. 5 The criteria ultimately accepted created four types of 
awards (summarized in Table 1-2). The primary award, the Tennessee HOPE Scholarship, 
allows students to qualify using their high school grades or an ACT or SAT test score 
(Tennessee Student Assistance Corporation, 2004). Students who qualify for this base award, 
and come from families with an adjusted gross income of $36,000 or less (the median household 
income in the state in the 2000 census), can receive an additional $1,000 supplemental award. 
Similarly, students who are the highest achievers can also receive a General Assembly Merit 
Scholarship, which also provides an additional $1,000. And students who do not have the 
academic scores to qualify for the HOPE Scholarship can still qualify for a lesser award (the 
HOPE Access Grant) with lower grades and ACT or SAT Scores. 



Table 1-2: Tennessee Education Lottery Scholarship Program 



Categoiy of Award 


Eligibility Criteria 


Award Amount 


Income Cap 


HOPE Scholarship 


3.0 high school GPA or 21 
ACT (980 SAT) 


$3,000 at four-year inst.; 
$1,500 at two-year inst. 


None 


HOPE Access Grant 


2.75 high school GPA and 
18 ACT (860 SAT) 


$2,000 at four-year inst.; 
$1,250 at two-year inst. 


$36,000 


General Assembly Merit Scholarship 


3.75 high school GPA and 
29 ACT (1280 SAT) 


$1,000 supplement to 
HOPE Scholarship 


None 


Need-based Supplemental Award 


Eligible for HOPE 
scholarship 


$1,000 supplement to 
HOPE Scholarship 


$36,000 



Note: Students can qualify for a General Assembly Merit Scholarship or a Need-based Supplemental Award, but not both. 
Source: Tennessee Student Assistance Corporation (2004) 



The Tennessee program is unique among the states with broad-based merit scholarship 
programs in combining a means-tested supplemental award with the merit criteria. While 
Tennessee does have a need-based grant program (which received funding of $46 million in 
2002), the legislature recognized that lower-income students (who are disproportionately African 
American in the state) required extra financial support from the Lottery scholarships in order to 
afford college (National Association of State Student Grant & Aid Programs, 2004). In a 
political compromise aimed at gathering broader support for the program in the state, the same 
$1,000 supplement was offered for the highest-achieving students. 

Spurred by these developments in state merit scholarship programs since our last report - 
including concerns about the viability of funding and the creation of new programs - in this 
report we continue our research begun in Who Should We Help? Following this introduction, the 
report presents a study I conducted of the nation’s newest state-funded scholarship program in 
Massachusetts. This study includes an examination of how differing criteria for the award of the 
scholarships will impact who receives the aid. Chapter 3, by Patricia Farrell of Michigan State 
University, looks at merit scholarship programs in Alaska, Florida, Kentucky, Michigan, and 



5 Whites and African Americans dominate the population in the state. The two groups combined represented 97 
percent of the population in the state in the 2000 census (United States Bureau of the Census, 2004a). 
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New Mexico to analyze whether merit scholarship recipients are representative of the general 
population of high school graduates in each state. 

The next two chapters present new studies of merit scholarship programs that were 
analyzed in our first report. Chapter 4, by Christopher Cornwell and David Mustard of the 
University of Georgia, takes a new look at the Georgia HOPE Scholarship program utilizing 
updated data and includes a projection of the impact of the changes agreed upon by the Georgia 
Legislature. Melissa Binder and Philip Ganderton of the University of New Mexico then 
provide a new analysis of data from the New Mexico Lottery Scholarship program, with a focus 
on the impact of the program on student retention in college. 

Linally, the report closes with a study by Edward P. St. John of Indiana University. St. 
John provides a summary of merit scholarship programs in Indiana and Washington, programs 
that use very different measures of merit and have differing program structures than those in the 
rest of the nation. 

The studies in this report shed light on the intricacies of merit aid programs and some of 
the positive benefits they may bring to states and their students. In general, however, the studies 
here confirm what was found in our earlier report, that traditional measures of merit - including 
grades, standardized test scores, and curricular framework test scores - result in scholarships that 
are awarded disproportionately to students who were likely to attend college even without the 
public assistance. In contrast to need-based aid programs, which have been demonstrated to 
have an important role in promoting college access and attainment for underrepresented students, 
these merit aid programs do little to help close the gaps in college participation in the states. 6 
This continues to raise the question of whether merit scholarship programs, as they have been 
implemented in most states, are an efficient, effective, and equitable use of public funds, 
particularly in an era when state budgets are so greatly constrained. We believe that this report 
provides further evidence that the answer to this question remains “no.” 

At a time when there is a severe shortage of state funding for higher education, when 
tuition prices have been rising rapidly and neither the federal nor the state need-based programs 
have kept pace with price increases, many fully-qualified minority and low-income students are 
not going to college, not having the opportunity to attend a four-year institution, or not 
completing college because of financial barriers. The first priority of a financial aid system must 
be to make sure that we do not allocate access to college in a way that perpetuates racial and 
class inequality of opportunity. 

This priority is best stated by the opening section of Title IV of the Higher Education Act 
of 1965, which authorizes the federal student financial assistance programs: 

It is the purpose of this part to provide, through institutions of higher education, 
educational opportunity grants to assist in making available benefits of higher 
education to qualified high school graduates of exceptional financial need, who 
for lack of financial means of their own or of their families would be unable to 
obtain such benefits without such aid (emphasis added). 

Financial aid in the nation must return to this purpose. 



6 See Heller (1997), Jackson and Weathersby (1975), and Leslie and Brinkman (1988) for reviews of the literature 
on financial aid and college access. 
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Introduction 



In 1647, the Massachusetts General Court passed the Old Deluder Satan Act. Under this law, 
towns in the Massachusetts Bay Colony with at least 50 households were required to provide a 
tutor in reading and writing, and towns with at least 100 households were required to operate a 
grammar school (Heck, 2004). With this act, Massachusetts became the first colony to mandate 
publicly-provided education at the local level. 

Three hundred and fifty-seven years later, on January 15, Republican Governor Mitt Romney of 
Massachusetts presented his State of the State Address to the Massachusetts legislature. Among 
the new initiatives the governor announced was the John and Abigail Adams Scholarship 
Program, named after the second president of the United States and his wife, two of 
Massachusetts’s most distinguished citizens. In the governor’s words: 

I want our best and brightest to stay right here in Massachusetts. . . . Students who 
score among the top one-quarter of those who take the MCAS [the Massachusetts 
Comprehensive Assessment System] will be given four years at the University of 
Massachusetts or any state or community college, tuition free. 

There’s more. Any student who scores in the top 10 percent will be given four 
years of free tuition and a $2,000 annual payment to help pay for fees. This 
Adams Scholarship Program will cost about $50 million a year by year four. 

And it’s worth every dime (Romney, 2004b, pp. 3-4). 

With this, Massachusetts became the latest state to either offer or propose a merit-based 
scholarship program similar to those described in Chapter 1 of this report. After first proposing 
the program in the State of the State address, Romney provided more details about his proposal 
(Romney, 2004a). The program would apply only to graduates of public high schools in the 
Commonwealth. To receive free tuition every year while in college, students would have to 
maintain a 3.0 grade point average and a 3.3 grade point average to receive the tuition plus 
$2,000 bonus annually. Students could maintain the scholarships for only four years. 

The Massachusetts Comprehensive Assessment System, or MCAS, examinations are the state’s 
curricular frameworks tests. The MCAS is administered to students in the following grades and 
subject areas: 

• 3 - reading 

• 4 - English language arts and math 

• 6 - math 

• 7 - English language arts 

• 8 - English language arts, math, and history/social science 

• 10 - English language arts and math 
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